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MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, I'M HONORED TO BE WITH
YOU TODAY. MY NAME 1S JIM GARDNER AND I AM CHIEF EXECUTIVE OFFICER AT
NORTHEAST GEORGIA MEDICAL CENTER AND HEALTH SYSTEM IN GAINESVILLE,
GEORGIA, ABOUT AN HOUR NORTH OF ATLANTA. OUR HOSPITAL IS A 557-BED
REGIONAL, NOT-FOR-PROFIT COMMUNITY HOSPITAL SERVING WELL OVER A HALF-
MILLION PEOPLE IN NORTHEAST GEORGIA. OUR EMERGENCY ROOM TREATS CLOSE TO

100,000 PATIENTS A YEAR AND IS THE THIRD BUSIEST IN THE STATE OF GEORGIA.

MY CONGRESSMAN, CHAIRMAN NATHAN DEAL, ASKED ME TO SHARE WITH
THIS COMMITTEE THE PERSPECTIVES OF A REAL-LIFE COMMUNITY HOSPITAL WORKING
HARD TO SURVIVE IN THIS COUNTRY. WE ARE FACING CONSIDERABLE CHALLENGES
— DEALING WITH INCREASES IN THE NUMBER OF UNINSURED PATIENTS AND
POTENTIAL REDUCTIONS IN GOVERNMENT FUNDING FOR MEDICAID. I'M NOT SURE I
CAN DO THAT ASSIGNMENT JUSTICE IN OUR SHORT TIME TOGETHER, BUT I WOULD

LIKE TO OFFER A FEW THOUGHTS FOR YOUR CONSIDERATION.

LET ME BEGIN WITH MEDICAID. I DEEPLY RESPECT THE PRESSURE YOU AND
YOUR COUNTERPARTS AT THE STATE LEVEL ARE UNDER TO REDUCE THE
UNSUSTAINABLE RATE OF GROWTH IN THE MEDICAID PROGRAM. IN GEORGIA,
MEDICAID ENROLLMENT HAS RISEN MORE THAN 50% IN FIVE YEARS AND GEORGIA
HOSPITALS ARE PAID 13% LESS THAN THE ACTUAL COST OF CARE FOR EACH AND
EVERY MEDICAID PATIENT WE TREAT. IN COMBINATION WITH RISING PRIVATE
INSURANCE PREMIUMS (PARTLY DUE TO “COST SHIFTING”) AND ILLEGAL

IMMIGRATION RATES, GEORGIA’S ALREADY LIVING HEALTHCARE'S “PERFECT



STORM”. THIS SAME SCENARIO IS BEING PLAYED OUT ALL OVER THE COUNTRY AND
RESPECTFULLY DEMANDS A BIPARTISAN ACTION PLAN TO REDESIGN WHAT HAS
EVOLVED INTO A FLAWED MEDICAID PROGRAM THAT THREATENS NOT ONLY
HOSPITALS AND OTHER PROVIDERS, BUT ALSO THE COMMUNITIES AND THE PEOPLE

YOU REPRESENT.

WITHOUT FUNDAMENTAL REFORM OF THE MEDICAID PROGRAM, THAT
INCLUDES MEASURES TO PROTECT PROVIDERS, ESPECIALLY NON-PROFIT “SAFETY
NET” COMMUNITY HOSPITALS LIKE NORTHEAST GEORGIA MEDICAL CENTER, FROM
BEARING THE BURDEN OF SUCH REFORM, I AM CONFIDENT THAT RAPIDLY ESCALATING
COSTS OF THIS INEFFICIENT PROGRAM WILL FORCE STATES TO CUT MORE PEOPLE
FROM MEDICAID ROLLS. THIS WILL INCREASE THE NUMBER OF UNINSURED AND
FURTHER WEAKEN THE HEALTH STATUS OF COMMUNITIES ACROSS THE NATION WHICH
WILL DRIVE COSTS EVEN HIGHER, AND FORCE HOSPITALS TO IMPLEMENT SEVERE

COST REDUCTIONS TO STAY SOLVENT.

IN THE CURRENT SYSTEM, PATIENTS ALL TOO FREQUENTLY ACCESS
HEALTHCARE IN THE EMERGENCY ROOM, WHICH I'M SURE ALL OF YOU KNOW IS THE
SINGLE MOST EXPENSIVE SETTING TO PROVIDE MEDICAL CARE. IN OUR COMMUNITY,
A TYPICAL VISIT TO THE DOCTOR’S OFFICE COSTS ABOUT $74 — BUT THE COST IN
THE ER IS MORE THAN THREE AND ONE-HALF (3.5X) TIMES THAT AMOUNT. DUE TO
FEDERAL EMTALA REGULATIONS, HOWEVER, MY HOSPITAL HAS NO CHOICE BUT TO
SERVE AS THE COMMUNITY “SAFETY NET”. IN 2004 OUR HEALTH SYSTEM TREATED
OVER 20,000 UNINSURED EMERGENCY ROOM PATIENTS AT A COST OF $6.9
MILLION. IN THE LAST FIVE YEARS OUR COMBINED BAD DEBT, INDIGENT CARE AND
CHARITY CARE COST HAS MORE THAN DOUBLED HOSPITAL-WIDE, FROM $16.6
MILLION IN 2000 TO MORE THAN $35 MILLION THIS YEAR. TO REINFORCE THIS

POINT — I STRESS THESE ARE MY COSTS — NOT CHARGES.



A FULL 29% OF THE PATIENTS PRESENTING TO THE ER IN 2004 WERE NON-
EMERGENT, AND SEEKING BASIC HEALTHCARE FOR COMMON MALADIES LIKE EAR
INFECTIONS AND THE FLU. JUST EXTRAPOLATING OUR NUMBERS, THAT’S ROUGHLY
29,000 PATIENTS AND $5.6M DOLLARS NEEDLESSLY WASTED IN ONE ER. THAT
$5.6M WOULD BUY AN ADDITIONAL 75,000 PHYSICIAN OFFICE VISITS. WITH
PROPER INCENTIVES 104,000 PATIENT VISITS COULD HAVE BEEN PROVIDED IN
GAINESVILLE INSTEAD OF JUST 29,000 WITH NO COST INCREASE TO OUR STATE.
RIGHT NOW, THERE JUST AREN'T INCENTIVES FOR PATIENTS TO SEEK CARE IN THE
PROPER SETTING. JUST SHOW UP IN ANY HOSPITAL ER, AND BY LAW THEY HAVE TO

SEE YOU EVERY TIME—EVEN IF YOU NEVER PAY. THAT’S NOT A SUSTAINABLE MODEL.

CURRENT EMTALA REGULATIONS ALSO COMPOUND INADEQUATE
MEDICAID REIMBURSEMENT RATES EVEN AS PROVIDERS SEEK TO CREATE GREATER
LOCAL OWNERSHIP OF ISSUES AND COST EFFECTIVE TREATMENT OPTIONS. IN OUR
LOCAL COUNTY, PUBLIC AND PRIVATE INTERESTS HAVE FORMED AN INNOVATIVE
HEALTH ACCESS INITIATIVE PROJECT. THE OBJECTIVE OF THE INITIATIVE IS TO
REDIRECT UNFUNDED PATIENTS TO SETTINGS OTHER THAN THE HOSPITAL EMERGENCY
ROOM. THIS IS NO MAGIC BULLET BUT IT HAS IMPROVED THE SITUATION IN OUR
REGION. ALTHOUGH WE'VE SEEN SOME LIMITED SUCCESS, ITS TRUE POTENTIAL
WILL NOT BE REALIZED UNTIL EMTALA IS RECONSIDERED, AND ENHANCED LEGAL
PROTECTION IS AFFORDED PROVIDERS IN THE ER SETTING WHO ARE PRUDENTLY
REDIRECTING PATIENTS TO THE PROPER LEVEL OF CARE. AT PRESENT, HOSPITALS
ARE PRECLUDED FROM REDIRECTING PATIENTS TO OTHER MORE APPROPRIATE
SOURCES OF CARE, ASSUMING THEY EXIST, PRIOR TO A SCREENING EXAM. THIS
EXAM MUST INCLUDE ANY AND ALL DIAGNOSTIC TESTS TO COMPLETE THE
SCREENING— SO BY THE TIME WE'RE DONE WITH THE EVALUATION PHASE, ALL THAT

REMAINS IS THE WRITING OF ANY PRESCRIPTIONS WHICH MIGHT BE INDICATED.



PRESCRIPTION DRUG COSTS ARE ANOTHER HUGE IRRITANT TO MEDICAID
COST ESCALATION AND ER UTILIZATION RATES. I CAN'T GIVE THIS COMMITTEE AN
EXACT NUMBER, BUT CAN SAY WITH CONFIDENCE MANY MEDICAID AND UNINSURED
PATIENTS BECOME HOSPITAL ER “"FREQUENT FLYERS” BECAUSE THEY CAN'T AFFORD
TO FILL THEIR PRESCRIPTIONS. IT’S SIMPLY EASIER AND MORE PRACTICAL IN THE
CURRENT ENVIRONMENT TO RETURN TO THE HOSPITAL. AGAIN, FUNDAMENTAL

CHANGE IS REQUIRED.

IMMIGRATION TRENDS IN OUR REGION AND COUNTY ARE ALSO SIGNIFICANTLY
IMPACTING THE GROWTH OF MEDICAID AND THE COST OF CARING FOR THE
UNINSURED. IN 2003 A LOCAL HEALTH STUDY, KNOWN AS “HEALTHY HALL"”, FOUND
11% OF OUR POPOULATION TO BE UNINSURED, WHICH IN 2005 EQUATES TO
18,000 INDIVIDUALS. IN THE SAME SURVEY, 33% OF LATINOS SELF REPORTED
BEING UNINSURED. LATINOS IN OUR LOCAL COUNTY ARE PREDICTED TO DOUBLE
FROM 19% OF THE POPULATION IN 2000 TO 38% BY 2009. REFORM OF BOTH
MEDICAID AND IMMIGRATION MUST BE INEXTRICABLY ENTWINED FROM MY
PERSPECTIVE IF LARGE HOSPITAL PROVIDERS LIKE NORTHEAST GEORGIA MEDICAL
CENTER ARE TO SURVIVE, ESPECIALLY WHEN FINANCIAL VIABILITY IS LARGELY A
FUNCTION OF GEOGRAPHY, NOT MANAGEMENT TALENT, OR INNOVATIVE COMMUNITY

PROGRAM DEVELOPMENT.

LET ME EXPLAIN THE IMPLICATIONS OF OUR BROKEN SYSTEM. IN RELATIVE
TERMS, NORTHEAST GEORGIA MEDICAL CENTER IS ONE OF THE MORE FINANCIALLY
STABLE HOSPITALS IN GEORGIA, AND YET THIS YEAR WE ARE LOSING MONEY ON
OPERATIONS. YEAR-TO-DATE, WE ARE RUNNING A (NEGATIVE) —0.2 PERCENT
OPERATING MARGIN, AND EVEN WITH INVESTMENT INCOME OUR TOTAL MARGIN WILL
BE LESS THAN 3 PERCENT. IN THE LAST FEW YEARS WE HAVE SEEN OUR TOTAL
MARGIN STEADILY DETERIORATE FROM 5.1% PERCENT IN 2002 TO 2.9% PERCENT
SO FAR IN 2005.



OUR HOSPITAL ALSO FREQUENTLY OPERATES AT, OR BEYOND, CAPACITY
ESPECIALLY IN CRITICAL HIGH VOLUME MEDICAID DEPENDENT SERVICES LIKE
OBSTETRICS (WHERE WE EXPECT TO DELIVER CLOSE TO 3,800 BABIES IN 2005 -
MORE THAN 56% MEDICAID). ABSENT DRAMATIC CHANGES, INCLUDING
SIGNIFICANT STAFF REDUCTIONS, OUR HEALTH SYSTEM WILL NOT BE ABLE TO
GENERATE THE PROJECTED $340 MILLION IN CAPITAL REQUIRED OVER THE NEXT FIVE
YEARS TO MAINTAIN AND EXPAND AN AGING INFRASTURCTURE. THIS PAST WEEK MY
HOSPITAL WAS FORCED TO ELIMINATE 231 FULL-TIME JOBS AND I'M WORRIED THAT

NUMBER WILL ONLY INCREASE OVER TIME IN THE CURRENT ENVIRONMENT.

IN CLOSING, WE ALL SHARE A COMMON INTEREST IN AFFORDABLE
HEALTHCARE FOR THOSE IN OUR COMMUNITIES. MEDICAID REFORM IS COMPLEX,
AND CALLS FOR SYSTEMIC CHANGE THAT DOESN'T MAKE AN ALREADY TENUOUS
SITUATION ANY WORSE. I LIVE AND BREATHE THE REALITY OF YOUR DECISIONS
EVERY DAY, AND HAVE BEEN FORCED TO MAKE SOME VERY DIFFICULT MANAGEMENT
CHOICES IN THE WAKE OF A SYSTEM THAT TODAY JUST DOES NOT INCENTIVIZE
RATIONAL PATIENT CARE. AT THE SAME TIME I APPRECIATE THE WORK OF THE
COMMITTEE AND ITS MEMBERS, AND KNOW HOW SERIOUSLY YOU APPROACH THE

CHALLENGE BEFORE US. THANK YOU.



